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In his foreword for the World Development Report 2009, World Bank president Robert B Zoellick notes that world
economic activity is highly uneven -- half of the world’s production fits within 1.5% of its land area. Should there be
a deliberate effort to spread out economic activities for the sake of equality? “Dispersing production more broadly
does not necessarily foster prosperity,” states Zoellick.
Such high level of concentration occurs within countries. For example, Cairo accounts for only 0.5% of the land area
of Egypt but produces more than half its GDP. In Brazil, the three South-Central states make up 15% of the
country’s land but hold more than half of its population. If you add all the people in North America, European Union
and Japan, it comes to fewer than 1 billion, less than 20% of the world’s population, but these countries produce
more than three-quarters of the world’s wealth.
The World Bank report suggests that the common assumption of diseconomies of scale in large cities is overdone. On
the contrary, economies of scale prevail and account for much of the advancement throughout the world.
Examples are given for the world’s most prosperous places. Each focuses on density, distance and division. First is
Tokyo, which illustrates density. It is the largest city in the world with 35 million people, holding one-quarter of
Japan’s population. They are squeezed into less than 4% of the country’s land area. After Tokyo is Osaka, Japan’s
second-largest metropolitan area. In addition to the large number of people that are packed into Tokyo and Osaka,
the nation’s wealth is also concentrated there. Could there be a cause and effect relation? More aptly, there is a
process of cumulative causation: Wealth attracts people, and concentrated populations lead to higher wealth.
Second is the US, which illustrates distance. It overcomes economic distance by becoming the world’s most mobile
population with 35 million people changing their residences each year. A smaller number -- 8 million, are long-
distance movers who shift their residence to other states within the US.
Third is Western Europe, which illustrates division. It surmounts divisions by becoming the most connected continent
in the world. These countries trade about 35% of their GDP, and about half of the trade is among Western European
neighbours.
Location determines prosperity
Just like the value of real asset, the most important determinant of welfare turns out to location, location and
location. Someone born in the US will earn 100 times more over their lifetime than a person born in Zambia. They can
also expect to live 30 years longer. While those disparities can be shocking, they are even more alarming when you
move away from the large cities. Lusaka is Zambia’s capital, where we find that poor Zambians are less poor.
A child born in the Zambian countryside has only half the life expectancy as one born in New York City. The income
disparity is even greater, with a Zambian earning only US$0.01 for every US$2 a New Yorker earns. In absolute
numbers, a New Yorker’s lifetime earnings will be US$4.5 million, while for a Zambian, less than US$10,000.
There are other examples. A man in Bolivia with nine years of schooling will earn US$460 per month. He would earn
three times as much in the U.S. A Nigerian with nine years of education would earn eight times as much in the U.S.
as Nigeria. The “place premium” is large. “The best predictor of income in the world today is not what or whom you
know, but where you work,” the report states.
Within countries, location is particularly important, more so for poor than rich countries. The World Bank’s report
notes: “… households in the most prosperous areas of developing countries – such as Brazil, Bulgaria, Ghana,
Indonesia, Morocco and Sri Lanka – have an average consumption almost 75% higher than that of similar households
in the lagging areas of these countries. “Compare this with less than 25% for such developed countries as Canada,
Japan and the United States.”
As a country becomes more prosperous, location increases in importance. The report cites examples of three
countries with similar geography – Ghana, Poland and New Zealand. All have about 250,000 square kilometres of land
area, but their per capita National Income is very different. It is only US$600 for Ghana, US$9,000 for Poland and
US$27,000 for New Zealand.
The report finds that a country’s level of development corresponds to its density level. It can be seen by looking at
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“the most economically dense 5%” within each country. In Ghana, this compact region produces about 27% of the
GDP. In Poland, it accounts for 31% and in New Zealand, it is 39%.
The reason has most to do with the economies of scale that firms can realise in a large city. There are also
economies of scale for individuals, such as good shopping, paved roads and efficient phone systems.
Finally, neighbourhoods also matter. If a city is prosperous, it rubs off on the adjacent sections. For this to happen,
however, requires good connections to the prosperous parts. The World Development Report’s East Asian Companion
Volume contains a chapter on how Singapore and Malaysia would benefit from increased connectedness. Johor
Bahru, a city in southern Malaysia and adjacent to Singapore, could benefit even more from Singapore’s prosperity if
the infrastructure was present to allow it to “latch on”. For example, transportation could be improved between the
two countries as well as ease of entry and exit.
Driving out the slums
A key feature of the scheme, of course, is to make sure that benefits from increased density in large cities are used
to address poverty and slums. Some 1 billion people live in slums. The policy response, thus far, has been to slow
urbanisation. The Report argues this is counter-productive.
Examples are relocation efforts in China, Brazil, Egypt and Russia. In Russia, for example, the communist government
reduced the economic area of the old industrial area of St. Petersburg, the Centre and mid-Urals from 65% to 32%.
They did it by forcibly shifting production to the eastern areas. It failed to raise living standards as did similar efforts
to “thin out” populations.
In Asia, the dominant relocation initiative has been Indonesia’s push to move the population in Java to Sumatra. It
has had success in this effort, but the World Bank’s Report suggests that Indonesian development could have
proceeded more rapidly if this exodus had not occurred. A better strategy would have been to allow growth in the
large cities in Java such as Jakarta.
The Report sums things up with this observation: “A billion slum dwellers in the developing world’s cities, a billion
people in fragile lagging areas within countries, a billion at the bottom of the global hierarchy of nations – these
overlapping populations pose today’s biggest development challenges.” It goes on to note: “Concern for these
intersecting 3 billion sometimes comes with the prescription that economic growth must be made more spatially
balanced. The growth of cities must be controlled.”
The World Development Report 2009 draws a different conclusion. It finds there is no reason to expect economic
growth in all regions to be perfectly balanced. Growth is inherently lumpy. By acknowledging and even encouraging
uneven growth, economic progress will advance more rapidly.
Singapore and density
The Report notes that Singapore is one of the world’s most densely populated countries. It has a land area of less
than 700 square kilometres, but home to 4.85 million people. Yet, Singapore’s exports, at around US$300 billion in
2006, is nearly equal to Russia – a country that has a land area of more than 24,000 times bigger than Singapore.
Much of Singapore’s exports are re-exports while Russia’s are net exports of goods produced within Russia.
Nevertheless, the export level it has achieved is a commendable achievement for a small country. The Report
attributes much of the country’s progress to economies of scale from density. It says: “Singapore’s diversity
facilitates sharing, matching and learning, providing what economists call urbanisation economies.”
The Report observes that in 1965, independence was “thrust” on Singapore. At that time Malaysia and Indonesia
were “two poor countries that had been ravaged by war between colonisers.” It notes that three-quarters of the
country lived in substandard housing which the Report describes as “tenements”. By 1980, it had industrialised,
specialising in electronics. By 1986, it had become the world’s busiest container port and also the financial centre for
Southeast Asia. During those 20 years, it added infrastructure and cleaned up its slums though its public housing
policies.
The Report attributes part of Malaysia’s prosperity to spillover effects from Singapore. As a sign of Malaysia’s
success and desirability, it notes that 2 million Indonesians migrated there, at least temporarily, to fill jobs that
offered superior opportunities to what they found at home.
The Report notes that Singapore’s successful geographic transformations are lessons for other countries which are
now reshaping their economic geography to facilitate density, reduce distance and lower division to achieve rapid
growth and inclusive development.
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